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The Secretaria de Energia (SENER), attempting to avert a domestic shortage of heating and cooking
fuel in the winter months, has unveiled plans to allow private companies to import liquefied
petroleum gas (LPG), effective Aug. 1. The private imports will supplement the supplies already
brought into the country by the state-run oil company PEMEX, the only entity authorized to import
the fuel.
A recent increase in LPG prices was blamed in part on the high cost of importing the fuel from the
US, with PEMEX only able to bring LPG through two points, Reynosa and Ciudad Juarez. SENER
is hoping that the increased supplies will help prevent a repeat of the tight market experienced last
winter, when the government was forced to impose a ceiling on domestic prices (see SourceMex,
2001-03-14).
The government reduced prices by another 14% in early July. That new price will remain in effect
until the middle of September, when the market will be allowed to fluctuate according to supply and
demand. PEMEX director Raul Munoz Leos said the bottom line is that the imports will help reduce
price volatility. "Our intent is that the users of LPG, which are Mexican families, not have to face this
volatility and that the distributor be the one to assume this pressure," said the PEMEX director.
Marcos Ramierez Silva, director of PEMEX subsidiary Pemex-Petroquimica Basica, said the move
to allow private imports would open the door for companies like BP Amoco and Exxon to begin
shipping LPG to Mexico. Ramirez said the new policy will also benefit energy companies that have
operations and facilities along the US- Mexico border, particularly in southern Texas. As part of the
new policy, foreign companies will be responsible for all aspects of importing the LPG, including
transportation and safety. These tasks were once the domain of PEMEX. "What we are seeking is
more players in the Mexican market," Ramirez told reporters.
President Vicente Fox's administration intends to closely scrutinize the companies importing LPG.
In rules published in the federal register (Diario Oficial de la Federacion) on July 20, the government
said private companies will have to obtain special permits from the Secretaria de Economia (SE)
along with an endorsement from SENER.

Reaction mixed among domestic distributors
LPG distributors offered mixed reactions to SENER's decision to allow private companies to import
the fuel. Enrique Arizmendi, director of the Asociacion Mexicana de Distribuidores de Gas Licuado
y Empresas Conexas (AMDGEC), expressed concerns that the international market, rather than
domestic conditions in Mexico, could be the principal factor determining prices.
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Similarly, spokespersons for the Asociacion Nacional de Distribuidores de Gas LP (Asocigas) said
the majority of distributors lack the infrastructure and resources to handle purchases of LPG from
foreign sources. In many instances, these companies relied on PEMEX to handle transportation
and storage. But Luis Landeros, director of Regio Gas, said competition would be good for Mexican
consumers as long as the government establishes the same rules for all distributors. "It is important
that the government not give preferences to foreign companies, which is what is occurring in the
natural- gas market," said Landeros.
The lack of sufficient LPG to supply the market has been a problem in Mexico for years. Former
President Ernesto Zedillo's administration had proposed allowing private imports of LPG, but the
plan was never put in place (see SourceMex, 2000-01-26). Volatile LPG prices have also been blamed
on the existence of regional monopolies. This theory was confirmed by a preliminary report from the
government's anti-monopoly agency (Comision Federal de Competencia, CFC) in early July.
The report not only presented sufficient evidence to tie the high prices in some regions of Mexico
to the presence of a single distributor, but also contained the controversial recommendation that
foreign companies be allowed to become involved in actual distribution of LPG. But industry
groups, represented by AMDGEC and Asocigas, accused the CFC of reaching the conclusion
without having a firm grasp of market conditions. "The regions that have been deemed to lack
competition have not been desirable for many private investors," representatives of the two
associations told the daily newspaper El Universal. (Sources: Reuters, 06/28/01; El Universal,
06/29/01, 07/02/01, 07/09/01; Excelsior, 07/09/01, 07/10/01; Reforma, 07/11/01; El Economista, 07/02/01,
07/09/01, 07/11/01, 07/20/01; La Cronica de Hoy, 07/20/01)
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